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New England 
CONSTRUCTION OUTLOOK 


Gradually rising construction costs com- 
bined with strong demand for housing to push 
the value of construction contract awards in 
New England to an all-time record in 1952. 

Declines of more than 50 per cent in the 
valuation of awards for manufacturing plants 
and hospitals were more than offset by in- 
creases in residential and other categories. In 
terms of floor area, the 1952 building contracts 
in New England failed to match the 1950 or 
1951 records. 

Good weather in January and February of 
this year helped to give a running start to 
building prospects for 1953. Fewer government 
restrictions and the availability of sufficient 
mortgage funds should contribute to another 
year of high activity in the construction in- 
dustry. 


New ENGLAND’s construction industry is apparently 
headed for another good year during 1953. Construction 
contracts awarded in the region during the first two 
months of 1953 broke all previous records for similar 
periods, according to F. W. Dodge Corporation reports. 
The 13 million square feet of floor area called for in the 
January and February contracts was 25 per cent above 


the previous record set during the first two months of 


1951. The dollar value of awards reached $167 million, 
about 46 per cent above 1951 levels. Preliminary statis- 
tics for March show the trend is continuing, although it 
will probably level off. 

Residential building, total nonresidential building, 
public works, and utility construction all participated 
in the spurt. Declines from the 1951 record levels were 
confined to manufacturing buildings, hospitals and in- 
stitutional buildings, public buildings and, to a minor 
extent, recreational buildings. 

This spurt in the rate of contract awards is in sharp 
contrast to the experience of the total for the 37 states 
east of the Rocky Mountains. In that large area the first 
two months of 1951 still retain the record. The 1953 con- 


tract value during January and February was about 
four per cent below the 1951 volume. 

The sharp increase in contracts awarded in New 
England this year was a striking reversal of year-end 
activity in 1952. During November and December of 
last year, the value of construction awards was down 41 
per cent and the floor area specified was 34 per cent be- 
low that in the same period of 1951. 
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Despite the year-end slowness, 1952 established an 
all-time record of $1,016 million in New England for 
total valuation of construction contracts awarded. The 
gain over 1951 was slight, however, and was largely due 
to price advances. Total floor area called for was less 
than in either 1950 or 1951. Residential construction 
provided the extra impetus needed during the year to 
reach the new record. Both the area and the valuation 
specified in residential contracts awarded in 1952 were 
substantially above 1951 levels. The expenditures 
planned in contracts for other types of buildings and 
construction were below corresponding figures for both 
of the immediately preceding years. 

Residential construction had a good year in New 
England. The 45,262 new dwelling units provided in 
contracts awarded during 1952 exceeded those provided 
the previous year by 14 per cent. The $468 million resi- 
dential contract valuation was also up 14 per cent. In 
the 37 eastern states, the gain in number of new dwell- 
ing units covered by contract awards was only three per 
cent, and the gain in valuation was six per cent. 

Speculative building of one-family dwellings con- 
tributed greatly to New England’s record. Expansion 
in that category was more than twice the rate of gain in 


ALSO IN THIS ISSUE: 
Wet Weather Puts Damper on Ski Season 
New England Business Starts Year at High Level... 5 











NEW ENGLAND CONTRACT AW 
One and Two-Family Houses 
1949-1953 _ De tea 
ne Se 
1 | 1 7t\ i950 /\ 


Thousends of Dwelling Units 
sin Suyjemg 40 spuosnoy, 





oo 2 a. Te ee 
5 fF @ AM JS JS A S O W OD 











SOURCE: F. W. Dodge Corporation. 


Monthly 


FEDERAL RESERVE BANK OF BOSTON 








all residential construction combined. Valuation of con- 
tracts awarded for one-family dwellings for owner oc- 
cupancy showed almost no change, and the value of con- 
tracts for apartment buildings dropped 25 per cent be- 
low that for 1951. The contract awards also indicated a 
dip in residential building for public ownership. The $67 
million figure was 28 per cent below that for the 
previous year. 

The placement of new mortgages during the first quar- 
ter in New England financial institutions continued at 
a high rate, reflecting particularly the demand for small 
houses. Lenders continued to meet the demand for 
funds both within and outside the district, and some 
lenders located outside the district continued to place 
funds in New England. 

Nonresidential building in New England dipped 
sharply during 1952. The contract value for the year 
stood at $321 million, 19 per cent below the 1951 level. 
The comparable drop in the 37 eastern states was only 
two per cent. Retrenchment in contracts for industrial 
plants and hospitals accounted for most of the decline. 
The valuation of awards for manufacturing plants in 
New England in 1952 was less than half its 1951 total. 
This figure fell only 11 per cent in the 37 states. 

Educational and science buildings accounted for one- 
third of the value for nonresidential building contracts 
awarded in New England during 1952. Contracts for 
public buildings were almost three times greater than 
they were in 1951. 

Public works and utilities construction programs 
showed a rise in planned expenditure of almost eleven 
per cent in New England between 1951 and 1952. A sub- 
stantial increase in planned expenditure for highways, 
bridges, dams and waterfront developments was partly 
offset by somewhat reduced values for utilities projects 
in the electric, gas, pipe line, water and railroad cate- 
gories during the year. 


Gradual relaxation of government controls, ample 
supplies of building materials with the exception of 
some metals, mainly copper, and rising construction 
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costs characterized the national construction record 
during 1952. The total value of new construction put in 
place in the nation was $32.3 billion, five per cent higher 
than the 1951 level and an all-time record. Price rises 
were important supports to this record, however, be- 
cause physical volume was about the same as in 1951 
and slightly below that of 1950. 

Public construction accounted for practically all the 
1952 increase in activity. It was a higher proportion of 
total construction than in any year since 1945. Federal 
construction to meet defense needs expanded about a 
third. State and local public-works construction, chiefly 


for schools and highways, reached an all-time record of 


$6.5 billion. 

Construction costs, which mounted slowly during the 
first half of 1952 and then tended to level off, registered 
an advance of four per cent during the year, according 
to Department of Commerce estimates. Average weekly 
earnings of construction workers rose eight per cent in 
the year. With the exception of structural steel, build- 
ing materials prices remained substantially unchanged 
from 1951 levels. Structural steel prices rose five per cent 
between December 1951 and December 1952. 
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Federal agencies and many private observers are 
confident that 1953 will be a banner year for the con- 
struction industry. The U. 8. Department of Commerce 
and the Department of Labor have jointly predicted 
that total expenditure for new construction in the na- 
tion will exceed the 1952 expenditure by about one 
billion doliars or three per cent. They expect private 
and public construction to share in this increase, public 
construction to a somewhat greater extent. They base 
their forecast on expectations that defense expenditures 
will increase, at least during the early part of the year, 
that any limited controls still in force will not retard 
construction, that supplies of building materials will 
remain adequate, and that international relationships 
will not worsen. 

Outlays in the nation for new nonfarm. residential 
buildings in 1953 are expected to exceed those of 1952 
by a small margin, according to current government 
agency forecasts. The number of new units, including 
those for public ownership, started during the four 
months preceding January 31, 1953, was at a seasonally- 
adjusted rate of more than 1.1 million per year. While 
some qualified private analysts express the belief that 
housing in the nation is approaching the saturation 
point, none appear to anticipate a major downward ad- 
justment of the over-all residential building program 
before the latter half of the present decade. 

Present signs indicate that construction of military 
and naval facilities, schools, highways, water and sewer 
installations, and industrial plants will make important 
contributions to the expansion of the public construc- 
tion program. The expansion of private construction 
will be sparked by greater activity in the erection of 
commercial buildings, social and recreational buildings, 
schools, and churches. Planned installations of public 
utility facilities give promise of a substantial rise over 
expenditures made for these purposes in 1952. Present 
indications point to a significant cutback in the con- 
struction of private industrial plants. 
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Good weather during January and February gave an 
unusual boost to New England construction this year. 
The two-month record cannot be expected to extend 
throughout the year, but it is reasonable to assume that 
the trend of new construction in the region will be sim- 
ilar to the trend in the nation — which is expected to 
be slightly upward. 

If this expected trend materializes, New England’s 
construction industry will have a good year — possibly 
a record year. There are signs that nonresidential 
building, particularly for commercial, recreational, 


educational, and religious purposes, may make a greater 


contribution to the increase in expenditures than resi- 
dential building. Public works and utilities also seem 
scheduled for a high degree of importance in New Eng- 
land this year. There are indications that construction 
of industrial buildings may rise above the 1952 level, 
particularly in Massachusetts and Connecticut. 

A firmly established buyers’ market will probably 
continue to influence residential building in New Eng- 
land during 1953. Speculative building of one-family 
dwellings can be expected to continue to outrun building 
for owners’ accounts by a wide margin. Emphasis on 
smaller, low-priced houses is clearly in prospect. Builders 
say they will postpone erection of houses in the upper 
price brackets until customers make firm offers to buy. 

Builders are far from agreement in their expectations 
for 1953. Many builders, including some who have had 
previous experience with buyers’ markets, expect 1953 
to be a satisfactory year. Others complain about the 
slowness of the existing market. Ability of builders to 
keep their costs down will play a vital part in their suc- 
cess this year. 

Repair, alteration, and modernization of older houses 
can be expected to increase in importance during the 
year. Federal Housing Administration regulations re- 
main favorable to this type of activity. 

Federally aided public housing is expected to continue 
at about the 1952 level in New England. This will mean 
starts during the year on about 1500 rental dwelling 
units in multiple occupancy buildings. The Massa- 
chusetts Housing Board has 1600 dwelling units under 
construction and another 1600 units in various stages of 
planning. As 1953 began, Connecticut had about 1800 
public housing units under construction and 1200 in the 
final planning stage. 

The Kittery-Portsmouth area has been added to the 
list of New England’s critical defense housing areas in 
which, all combined, 6500 dwelling units are planned, 
under construction, or completed. The defense agencies 
hope that construction under this program, now ap- 
proximately one-half completed in New England, will 
be fully completed by the end of this year. 
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The present outlook indicates that supplies of mort- 
gage funds will be sufficient to support residential and 
commercial construction levels equal to last year in both 
New England and the nation. Lenders have become 
more selective and more cautious, however. In general, 
borrowers may have to meet more restrictive require- 
ments, higher down payments, shorter maturities, and 


higher rates. Many lenders have also raised their mort- 
gage standards for housing and specify improved details 
of equipment and more land. Most lenders are close to 
legal or self-imposed limits on mortgage acquisitions. A 
large number have now reached these limits and are 
dependent on amortization and new deposits for loan 
funds. The growth in mortgage credit probably will be 
smaller than that last year. 

In Boston and the surrounding area it appears that 
supplies of funds for local financing will be tighter and 
carry higher rates. The volume of business is expected 
to be large but will probably fall below last year’s. More 
builders will do their own financing. Whether available 
funds are invested in mortgages or other investments 
depends in large part upon the relative investment at- 
traction of mortgages compared with other securities. 
Despite the investment appeal of guaranteed FHA and 
VA loans, lending officers have found uninsured loans 
increasingly attractive as the spread in yield between 
them and fixed rate VA and FHA mortgages has con- 
tinued to widen. A rise in the official interest rate or a 
marked drop in corporate business financing might be 
followed by increased mortgage financing and conse- 
quently some enlargement in residential construction 
volume during 1953. 

Prospects for nonresidential construction in New 
England during 1953 are materially improved as a re- 
sult of the removal of all but a few of the Federal con- 
trols on construction activity. A substantial increase in 
erection of commercial, social and recreational, and 
school buildings is virtually assured. Hospital facilities, 
of which there is a pressing shortage, may also account 
for a considerable portion of the expected increase in 
building activity. 

New England electric-power producers, private and 
municipal, expect to spend almost $170 million in 1953 
for new construction, an increase of nearly 30 per cent 
over the 1952 amount. The demand for electricity for 
industrial and domestic use continues to display a 
marked upward trend. 

The New England office of the U.S. Air Force has 
more than $170 million available for construction. in 
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the region during 1953 and later years. Largest allot- 
ments are for the bases at Portsmouth, New Hampshire 
($44 million), and at Limestone, Maine ($42.5 million). 
Installations for research and other purposes at Cam- 
bridge, Massachusetts, and Mt. Washington, New 
Hampshire, will absorb almost $12 million. 

Although prices of building materials have not 
changed significantly in New England during the past 
twelve months, signs have begun to appear of some im- 


pending upward movement following the removal of 
price controls. Plywood and some plumbing and heating 
items are among the materials showing renewed price 
strength. Upward pressure on wages, which continued 
to produce gains for the worker during 1952, still per- 
sists. Construction costs will probably continue to move 
upward in 1953. No important shortage of labor in the 
building and construction fields appears imminent in 
New England. 





Wet Weather 
Puts Damper 
on Ski Season 


Tue 1952-53 winter sports season proved to be a frus- 
trating experience for many operators of New England 
ski resorts. For several weeks it looked like a record- 
breaking winter. Early snows were heavy in the northern 
mountains. Business boomed through the Christmas 
and New Year’s holidays. Southern areas were blan- 
keted with snow early in January. Skiing enthusiasm 


ran high. Resorts overflowed with the avid skiers of 


previous seasons and throngs of new converts. 

Then the rains came. From the middle of January on, 
nearly every week-end brought rain to most ski areas. A 
prolonged succession of thaws and cold spells coated 
many northern slopes with ice and left many of the 
southern areas bare. 

At first, the icy slopes and wet weather failed to 
dampen the skiers’ ardor. They continued to stream 
northward in record numbers, seeking out areas with 
the best snow conditions. But by the end of February, 
many were ready to call the ski season over. March did 
not produce its usual heavy snowfalls, and the rainy 
week-end jinx persisted. Ski business dropped off 
sharply, except in the one good week-end of March 21 
and 22. A final deluge in the closing days of the month 


washed out prospects for April skiing in all but a few of 


the highest mountain elevations. 

While ski conditions were less favorable in general 
than they were last winter, and southern areas fared 
poorly, lodging places in some New Hampshire and 
Vermont ski areas reported that business surpassed the 
previous high of a year ago. 

This winter the guest occupancy and dollar receipts 
of New Hampshire and Vermont lodging places exceeded 


those of a year ago in each of the first three months of 


the winter season. December and February occupancy 
were up about seven per cent each, while January 
showed a year-to-year gain of 55 per cent. Lodging re- 
ceipts were up 21 per cent in December, 74 per cent in 
January and 5 per cent in February. The cumulative 
total guest occupancy through February was about 19 
per cent above that in the corresponding months last 
winter and receipts were up 27 per cent. 
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The sharp drop in March business cancelled out much 
of the gain of the previous three months. On the basis 
of incomplete reports for March, total occupancy for 
December through March in New Hampshire and Ver- 
mont ski areas was about five per cent above last year’s 
record level, and receipts were up about 12 per cent. 
These increases were not sufficient, however, to offset 
losses in other New England ski areas. 

The patronage of the principal types of ski-lodging 
accommodations varied considerably as the season pro- 
gressed. During the Christmas and New Year's holidays, 
hotels and inns entertained considerably more guests in 
comparison with a year ago than did tourist lodging 
places such as guest houses and cabin groups. January 
was an excellent month for both types of lodging places, 
and they shared about equally in the increased business. 
In February the uncertainty about snow and weather 
conditions caused skiers to cancel many of their advance 
lodging reservations. There was a substantial increase 
in the volume of transient traffic, however, as skiers 
searched for areas with the best snow conditions. The 
hotels and inns, which do most of the reservation busi- 
ness, showed much smaller percentage gains in February 
than the tourist lodging places which depend primarily 
on transient business. March occupancy fell off sub- 
stantially for both types of lodging place. 

Although the 1952-53 winter season failed to set new 
records, except perhaps for wetness, it had encouraging 
aspects for New England winter resort operators. The 
interest in skiing continued to grow despite unfavorable 
weather. Ski resort operators who had labored to smooth 
out trails and practice slopes were repaid in part by the 
reasonably good skiing afforded by a minimum snow 
cover. Many ski-lodge hosts found that there are in- 
creasing numbers of recreational skiers and winter vaca- 
tioners who are more interested in the relaxation afford- 
ed by comfortable accommodations and a congenial 
atmosphere than in ideal skiing conditions. 
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New England Business 
Starts Year at High Level 


The New England economy continued to enjoy a 
high and gradually rising level of activity in the 
first quarter of 1953. Good to excellent conditions 
characterized most industries, including some 
that had been in the doldrums last year, such as 
shoes and cotton textiles, as well as those that 
have been booming all along. Most retailers as 
well as manufacturers enjoyed improved business 
in the first quarter. 

Only a few weak spots appeared in the business pic- 
ture during the first quarter. Prices of most farm 
products declined. Freight carloadings of New England 
railroads were slightly below levels of a year ago. The 
woolen and worsted textile industry remained spotty. 
Construction of new industrial plants slowed down. Em- 
ployment in the machinery and primary metals in- 
dustries continued to run below levels of a year ago. 
Some pulp and paper mills reduced output because of 
downward price pressures. But these unfavorable signs 
were offset by gains in other activities. The general 
business picture continued good, with the outlook for 
the second quarter bright. 

Industrial production in the nation advanced to 
record postwar levels during the quarter. The Federal 
Reserve Board’s seasonally adjusted index of industrial 
production rose from 235 per cent of the 1935-1939 
average at the end of 1952 to 236 per cent in January 
and 239 in February, a rise of about eight per cent since 
February 1952. An additional small increase is indicated 
for March. The February level was the highest point 
reached since April 1944. The principal expanding lines 
in New England were industries related to the defense 
effort, such as ordnance, aircraft, and electrical ma- 
chinery. Greater activity among manufacturers of 
leather, shoes, jewelry, and wearing apparel also con- 
tributed to the advance. 

New England garment shops reached their seasonal 
production peaks by mid-February. Many firms ex- 
tended hours and added to their labor forces to meet 
delivery schedules for Easter and summer merchandise. 
Manufacturers of women’s and children’s dresses, 
sportswear, and underwear have been especially busy. 
Tabulation of March production is expected to show 
that shoe factories in New England set new first quarter 
production records this year. January output exceeded 
that of a year ago by 12 per cent. New England plants 
have been operating at peak levels turning out shoes for 
Easter and summer wear. Good demand for leather 
kept the region’s tanneries going at near capacity levels. 
Manufacturers of most types of costume jewelry have 
also been very active. 

While the transportation equipment, electrical 
products, instruments, and ordnance industries con- 


tinued to increase output in the first quarter, rates of 
expansion slowed down as lack of additional plant space 
and manpower limited growth of some concerns. Ex- 
pansion in the electrical machinery industry was based 
partly on greater defense business and partly on in- 
creased availability of materials for civilian goods. Con- 
cerns making electronic tubes and devices of all types 
for military use as well as radio and TV tubes experi- 
enced a boom, and many new plants opened up. The 
electrical appliance industry was also busy. 

The new orders picture improved for most manufac- 
turers in the region during the first three months of 
1953. A steadily rising number of firms reported an 
increasing volume of new orders to the New England 
Purchasing Agents Association. 

Booking of substantial orders at the early showings 
of spring and summer jewelry lines resulted in a 
smoother than usual transition from holiday produc- 
tion for the jewelry industry. Textile mill activity 
picked up in February, and orders appeared strong 
enough to ensure moderate-to-full production through 
the end of the quarter. Cotton mills continued to enjoy 
the most favorable near-time position in the industry, 
with good volume and prices. Demand for worsteds, 
especially in the blended fabrics, picked up after a long 
period of dullness. Some shoe manufacturers report that 
better than usual order backlogs will carry them through 
the spring slack period. Wood and upholstered furniture 
makers have order backlogs running from three to six 
months. Business done at the winter furniture shows 
was 15 to 50 per cent above a year ago. While machine 
tool makers have whittled down order backlogs and are 
seeking new business, civilian purchases are beginning 
to increase because controls have been relaxed so that 
manufacturers of machine tools may now accept un- 
rated orders. Their new orders increased during January. 








NEW ENGLAND BUSINESS INDICATORS 
% Change 
Latest Latest From Same Month 
Month Figure Last Yeor 
Employment (thous.) 
Nonagricultural Feb. 3,487 
Manufacturing Feb. 1,578 
Nonmanufacturing Feb. 1,899 é 
Bank debits ($ mil.) Feb. 5,213 
Freight carioadings (cars) Feb. 80,310 é 
Electric energy production Mar. — 
Department store sales, 
adj. (1947-49 =100) Feb. 106 5.6 
Shoe production (pairs, thous.) Jan. 15,823 12.¢ 
Cotton activity 
(spindle hours, mil.) Feb. 1,148 26.9 
Construction contracts 
($ thous. — Dodge Corp.) 
Total Feb. 58,820 
Residential Feb. 33,810 4 
Nonresidential Feb. 15,808 0 
Other Feb. 9,202 40.5 





Sources available on request. 
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MANUFACTURING EMPLOYMENT IN NEW ENGLAND 
BY SELECTED INDUSTRY GROUPS, 1950-1953 
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While most businessmen are optimistic, their actions 
appear to be tempered by caution. Speculative enthu- 
siasm is not as prevalent as it often has been in past 
periods of high business activity. Raw material and 
work-in-process inventories of manufacturers appar- 
ently expanded substantially, and finished-goods in- 
ventories increased moderately in New England, but in 
most lines business inventories do not appear to be 
excessive in relation to sales. If demand should decrease 
while production continues at current levels, however, 
inventory problems might arise. 


The De 


Although defense expenditures are expected to in- 
crease gradually during 1953, the volume of new orders 
placed for defense goods may decline. Estimates based 
on the first nine weeks of 1953 indicate a relatively low 
level new nonsecret defense contracting in New 
England, a total of only $260 million for the quarter. 
The volume of unclassified contracts in New England 
has fallen this low in only two of the past eight quarters. 
The average quarterly volume in 1951 was $498 million 
and in 1952 it was $324 million. Military orders for ma- 
chine tools have been declining at a rapid rate. since 
last July. A slower flow of Government orders may limit 
further expansion in the aircraft, electronics, instru- 
ments, and ordnance industries. Some firms that have 
completed defense orders have laid off workers. 

New England’s share of total Government non- 
secret contracting continues to hold up well. During the 
last three months of 1952, New England received about 
14 per cent of the national total, in spite of a slack in 
textile procurement. Government purchases of textiles 


continued at a low ebb in January and February. 


New England textile and apparel contracts in the first 
two months of 1953 amounted to only about $13 million. 
Ilowever, the armed services stepped up buying of 
worsteds in March and there was a moderate increase 
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in textile awards to manufacturers in the region. 
By the end of 1952, New England firms had received 
certificates of necessity authorizing rapid amortization 
of new plant and equipment totaling $612 million, about 
2.5 per cent of the national figure. Certificates awarded 
during the first 10 weeks of 1953 added up to $33 million. 
Expressed as a quarterly rate, this 1953 achievement is 
about 60 per cent of the average quarterly rate during 
the whole two and one-half years’ previous experience 
with the certificate program. 

Certificates for expansion of electric power capacity 
and railway transportation facilities continued to make 
up a large share of the regional total. The electrical 
machinery and rubber industries led the manufacturing 
category in certificates granted during the first quarter. 

The temporary “freeze pending re-evaluation” order 
from Washington has not halted military construction 
in progress in New England. Contracts made are being 
carried through. But some new contracts are being held 
up pending clearance from Washington. An $8 million 
runway contract for the Portsmouth Air Base is the 
biggest project being delayed. Work on the Natick 
(Mass.) Quartermaster Corps Laboratory and the Lime- 
stone (Me.) Air Base is being carried through. 

The number of construction workers employed dur- 
ing the first quarter of 1953 fell moderately below that 
in the comparable period of 1952, reflecting a lower level 
of starts in the final months of 1952. But contracts 
awarded during the first quarter brighten the construc- 
tion outlook for 1953. 

Contracts awarded for construction in New England 
during January and February called for a larger total 
floor area and a higher dollar volume of construction 
than during the first two months of any previous year, 
according to F. W. Dodge Corporation. The total valua- 
tion of nearly $167 million was 46 per cent above the 
corresponding figure for 1951, the previous record year. 
All major classes of construction shared in the upward 
trend. An accompanying article analyzes New England 
construction prospects in 1953. 

The supply of seasoned native white pine lumber re- 
mained low during the quarter and prices showed some 
upward movement. Supplies of other softwood lumber 
were ample in a steady market. Demand for hardwood 
lumber has strengthened substantially since the year 
end and prices have risen. 

Nonagricultural employment in New England dur- 
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ing the first two months of 1953 averaged 1.4 per cent 
above that of a year ago. The transportation equip- 
ment, electrical machinery, and shoe industries, as well 
as government offices and wholesale and retail trade 
firms, added a substantial number of employees. Al- 
though the New England labor market was generally 
tighter than during the preceding year, the textile 
workforce decreased. 

In March the Department of Labor classified four of 
the 20 local areas it surveys in New England as sub- 
stantial labor surplus areas. They include Lawrence, 
Lowell, Fall River, and Providence. Groups continue to 
press for the channeling of more Government contracts 
into these areas. Unemployment in Lawrence, where 
about 20 per cent of the labor force is jobless, is at the 
highest level in the nation. 

While textile employment remained below year-ago 
levels, claims for unemployment insurance in the Massa- 
chusetts textile centers averaged 45 per cent lower dur- 
ing the first quarter than a year ago. This is partly due 
to a shift of textile workers into other industries and 
other cities, as well as a drop in the number of people 
entitled to benefits. Unemployment throughout New 
England, measured by claims for unemployment bene- 
fits, was about 30 per cent below the level of the first 
quarter of last year. 

The improved tempo of business activity in New 
England during the first quarter of 1953 compared with 
the same period last year led to longer work weeks and 
fatter pay envelopes for many of the region’s manufac- 
turing workers. Average weekly earnings have increased 
substantially during the past year. While the number of 
hours worked in some industries have fallen off slightly 
since the year end, they are above those in early 1952 
in most industries. Average earnings gained more than 
average hours due to increased overtime payments and 
a greater proportion of workers in the higher wage dur- 
able goods industries, as well as to increases in wage 
rates. Early in January, 12,000 shoe workers in eastern 
Massachusetts received a five per cent wage hike. 
Workers in the men’s clothing industry negotiated pay 
increases late in March. Contract negotiations are now 
under way in a number of important industries and 
further wage adjustments are anticipated. The removal 
of wage controls is not expected to result in any sky- 
rocketing of wage rates, though the upward pressure 
will probably be maintained. 
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As would be expected under conditions of high em- 
ployment and increasing wage rates and hours worked, 
individual incomes continued to rise slowly to new 
record levels in the first quarter. While the rate of new 
personal savings in New England remained high during 
the quarter, it did not increase from the rate that pre- 
vailed in the latter part of 1952. Increased incomes 
permitted consumers to spend more freely. Instalment 
credit also continued to expand to support a rising 
level of retail sales. 


Retail Sales Rise 


Department store sales, adjusted for seasonal varia- 
tion, fell off somewhat in January from the record 
Christmas season level, but picked up again in Febru- 
ary and March. The dollar volume of department store 
sales for the quarter exceeded sales for the correspond- 
ing period of 1952 by about seven per cent. 

Much of the gain in total sales stemmed from in- 
creased financing of purchases on the instalment plan. 
Instalment sales of New England department stores 
climbed ten per cent in January and 37 per cent in Feb- 
ruary above sales in the same months of 1952. Cash 
sales reached approximately the same dollar volume, 
and charge account sales ran somewhat below year-ago 
levels. Department store instalment accounts out- 
standing at the end of February were 26 per cent higher 
than at the same time in 1952. 

Sharp increases in sales of new automobiles during 
the quarter also depended heavily upon instalment 
financing. New car registrations in Massachusetts rose 
23 per cent in January, five per cent in February, and 
36 per cent in March above registrations in the same 
months of 1952. Loans for the purchase of automobiles, 
as reported by a representative sample of commercial 
banks in Massachusetts, were more than 40 per cent 
higher in January and February than in the correspond- 
ing months last year. 

In the department stores, a strong demand for home- 
furnishings accounted for much of the increase in instal- 
ment sales. Sales of homefurnishings departments, 
particularly major household appliances, led those of 
other departments in year-to-year comparisons during 
January and February. 

With the approach of Easter, apparel sales took the 
spotlight in department store sales, although durable 
goods continued to show substantial gains. Easter 
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wardrobe buying started early this year with the date 
of Easter a week ahead of that a year ago. Beginning 
with the last week in February, weekly sales of apparel 
departments in Boston stores ran generally ahead of 
last year’s. Girls’ and teen-age wear scored the largest 
sales gains in pre-Easter shopping. The earlier date 
of Easter caused part of the 11 per cent increase in 
department store sales in March as compared to those 
of March 1952. 

All types of consumer credit loans showed a seasonal 
decline in the first quarter from the high level of loans 
made during the latter part of 1952 to finance Christmas 
purchases. But they were much higher in 1953 than 
they had been in the first quarter of 1952. Loans 
originating in commercial banks were chiefly responsi- 
ble for the increase. Both direct instalment loans and 
purchased paper expanded greatly from year-ago levels. 
Automobile loans, both direct and indirect, registered 
the sharpest year-to-year gains. 

Increased spending at retail stores caused an increase 
in the physical volume of goods moved, as prices re- 
mained relatively stable. The termination of price 
controls, completed on March 17, highlighted price news 
during the first quarter. While prices of some items in- 
creased notably, and some others dropped, the ending 
of controls did not affect most prices. The 22-commodity 
index of spot primary market prices was virtually un- 
changed in late March from its level at the start of 
the year. Prices of copper scrap, hogs, and lard had 
soared, but lead scrap, rubber, steer and zinc prices 
had plummeted. Coffee and copper prices, which are 
reported but not included in the index, also rose steeply. 
The Massachusetts retail price index declined in Janu- 
ary and February, but turned upward in March. At the 
end of the quarter it stood at the same level as a year 
ago, but moderately below the December figure. 


Farmers provided an exception to a_ generally 
prosperous economy in the first quarter. While they did 
not do as well as they had in some postwar periods, 
their situation was still good when measured against 
more normal standards. 

Declining farm prices and increasing farm costs con- 
tinued to narrow farm profit margins both in New Eng- 
land and the nation. Some segments of the agricultural 
economy have been affected more than others. In New 
England, the principal sources of cash farm income are 
from poultry, dairy products, and potatoes. Poultry 
prices were higher than they were last year, while 
potato and dairy prices declined to levels below those 
of a year ago. 

A large supply of milk has brought about a greater 
than seasonal decline in milk prices, the Class I price 
dropping from $5.43 per hundredweight a year ago to 
$4.55 per hundredweight this year. Potato producers 
are having similar problems. The bulk price of potatoes 
paid to growers in the Presque Isle, Maine, area during 
the last week of March ranged from $1.25 to $1.75 per 
barrel compared to $5.25 to $5.50 during the same week 
in 1952. The November and December price ranged 
around $5.00 per barrel. The price decline has affected 
the thinking of potato producers. Earlier plans for in- 
creased acreage in 1953 have generally been revised 
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downward. Plantings will probably be about the same 
as last year. 

Demands for loans by New England businessmen con- 
tinued to be moderately heavy during the first quarter. 
Business loans at New England member banks rose 
about $43 million between December 31 and the end of 
the quarter, an increase of four per cent. This increase 
ran contrary to the usual seasonal pattern. It was about 
evenly divided between Boston and outside banks. 

Textile and leather manufacturers, trade firms, and 
sales finance companies borrowed the bulk of the new 
funds. Chemical and rubber manufacturers and the 
construction industry also used additional funds, but 
in much smaller amounts. 

The brisk activity in commercial loans not only re- 
flected the continuing high level of business, but also 
borrowing to pay taxes. In many instances new loans 
increased sharply during the three weeks prior to 
March 15. The progression of the Mills plan requires 
payment of an additional ten per cent of the previous 
year’s corporate tax liability during the first half of 
1953, bringing the total to 80 per cent. This placed ad- 
ditional pressure on corporate money positions. Many 
businesses also borrowed funds to build up inventories, 
particularly in the textile, leather, and trade groups. 
Defense and defense-supporting activities used a smaller 
portion of total borrowings than they have in recent 
periods, due to a leveling off in the program. Loans to 
metalworking firms and public utilities declined slightly 
during the quarter, whereas they rose sharply during 
this period last year. 

New England banks operated on closer reserve 
positions during the first quarter of 1953 than in the 
same period in 1952. Reserves needed for bank lending 
and investing were obtained in large part from borrow- 
ing at the Reserve bank as the System continued its 
policy of limiting access to bank reserves. The average 
daily volume of outstanding borrowing was about $29 
million, an amount more than seven times that in the 
first quarter of 1952. In mid-January, the Federal 
Reserve banks raised their rediscount rates from 134 
per cent to two per cent. Observers interpreted this 
action as a realignment of the rediscount rate to con- 
form more closely with the pattern of yields that had 
resulted in the short-term market as the System con- 
tinued its policy of restraint. The impact of the in- 
crease on money market rates was quite limited. 











